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TAGS: ETRDECFR 

SUBJECT: US STEEL COUNTERVAILING DUTY CASE 

REES: (A) STATE 31 1342 (1976); (B) EC BRUSSELS 0088; 

(C) STATE 002473 

1 . DURING PAST MONTH, WE HAVE ON TWO OCCASIONS 
DISCUSSED WITH GOF OFFICIALS U.S. STEEL ALLEGATION 
(PARA 6, REF A) REGARDING VAT EXONERATION ON FIXED 
ASSETS AT SOLMER FOS STEEL PLANT. BOTH PIERRE ACHARD, 

CABINET DIRECTOR FOR FOREIGN TRADE MINISTER ROSSI AND 
MICHEL PERRICAUDET, DEPUTY DIRECTOR AT MINISTRY OF 
INDUSTRY GAVE US IDENTICAL RESPONSES. 

2. WHILE STRESSING THAT THEY HAD NO PRIOR KNOWLEDGE 
OF DETAILS OF U. S. STEEL COMPLAINT, BOTH MEN QUICKLY 
REACTED TO ALLEGATION OF VAT EXONERATION ON FOS FIXED 
ASSETS. THEY DESCRIBED CHARGE AS ERRONEOUS AND SAID 
ONLY FOS EXPORT PRODUCTION ITSELF IS RELIEVED OF VAT ON 
BASIS OF TRADITIONAL EUROPEAN ARGUMENT VIEWING THIS AS 
TYPE OE INDIRECT BUT "NATIONAL" TAX WHICH HAS BEHIND IT 
ACCEPTED PRECEDENTS OF EXPORT REBATE. HOWEVER, THEY 
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MAINTAIN, FIXED ASSETS AT FOS WERE FINANCED WITH 
ASSISTANCE OF INVESTMENTS "DIRECTLY SUBSIDIZED" BY GOF 
AS PART OF NATIONAL PROGRAM TO STIMULATE SELECTED 
ECONOMICALLY DEPRESSED REGIONS. THEY SAID VAT RELIEF, 

AS SUCH, WOULD NOT COME UNDER CONSIDERATION IN 
PROGRAMMING THESE CAPITAL INVESTMENTS. 
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